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so-called " China Incident; " there may be financial and economic
difficulties and depressions; a pulling in of the belt; perhaps serious
hardships ; there may be increasing social unrest at home ; but of an
overwhelming debacle there is little present outlook.

I have already drawn attention to the beginning of an inflationary
movement in this country, and I shall later -discuss the further de-
velopment of this movement as reflected in slower absorption of
government bonds, a large increase in the paper currency, and
mounting commodity prices, along with far-reaching measures de-
signed to control prices. Attempts to control the supply and demand
of rice are causing wide agrarian unrest. It is my opinion, however,
that even if worse came to worst there is realization that Japan has
irrevocably committed herself to the continental adventure and is
determined to see it through. The majority opinion in the Embassy,
which I myself share, does not believe that an American embargo,
even if it covered all American exportation and importation to and
from Japan, would bring about such a debacle as would cause the
Japanese to relinquish their programme in China.

Statisticians have proved to their own satisfaction, and will con-
tinue so to prove, that Japan can be defeated by economic pressure
from without. But the statisticians generally fail to include psycho-
logical factors in their estimates. Japan is a nation of hardy warriors,
still inculcated with the samurai do-or-die spirit which has by tradi-
tion and inheritance become ingrained in the race. The Japanese
throughout their history have faced periodic cataclysms brought
about by nature and by man : earthquakes, hurricanes, floods,
epidemics, the blighting of crops, and almost constant wars within
and without the country. By long experience they are inured to
hardships and they are inured to regimentation. Every former
difficulty has been overcome. Estimates based on statistics alone
may well mislead.

" The New Order in East Asia "

During the months since my return from the United States I have
carefully and thoroughly studied opinion in Japan, including opinion
in the Government, the Army, the influential elements in civil life,
the business world, and the masses, and on one issue that opinion
can definitely be said to be unanimous: the so-called " new order
in East Asia " has come to stay. That term is open to wide interpre-
tation, but the minimum conception of the tenn envisages permanent
Japanese control of Manchuria, Inner Mongolia, and North China.
In the Army and among certain elements of the Government and
the public the conception is very much broader; those elements
would exert Japanese control throughout all of China, or as much
of China as can now or in future be grasped or held, including the
treaty ports and the international settlements and concessions.
Control in Manchuria is already crystallized through the puppet